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PREFACE 


This  report  on  marketing  of  Florida 
potatoes  is  part  of  a  broad  program 
of  continuing  research  designed  to 
provide  information  on  costs  of  mar- 
keting food.  Congress  has  directed 
the  United  States  Department  of 
Agriculture  to  make  studies  about  the 
way  food  products  are  marketed  and 
about  the  marketing  costs  and  mar- 
gins involved  as  one  means  of  trying 
to  improve  the  market  for  farm  prod- 
ucts. This  report  provides  informa- 
tion on  the  cost  of  marketing  Florida 
potatoes  and  on  that  portion  of  the 
marketing  margin  from  the  packing- 
house door  to  point  of  first  transfer  of 
ownership  to  firms  in  Chicago  and 
New  York  City.  The  scope  of  this 
study  did  not  extend  beyond  the  first 
transfer  of  ownership;  consequently, 
no  data  were  available  on  retail  and 
wholesale  margins. 

Current  farm-retail  price-spread 
data  for  all  potatoes  as  a  group  are 
published  quarterly  in  the  Marketing 
and  Transportation  Situation.  In 
recent    years    the    farm-retail    price 


spread  for  potatoes  ranged  from  49  to 
66  percent  of  the  retail  price.  The 
retail  margin  made  up  from  35  to  50 
percent,  the  wholesale  margin  from  2 
to  6  percent,  and  transportation  from 
10  to  20  percent  of  the  consumer's 
dollar.  A  comparison  of  the  farm- 
retail  margins  for  potatoes  from  the 
principal  producing  areas  will  appear 
in  a  forthcoming  publication. 

Florida  potato  growers,  packers, 
and  shippers  generously  supplied  in- 
formation on  packing  and  selling  costs 
and  returns.  R.  E.  L.  Greene,  of  the 
Florida  Agricultural  Experiment  Sta- 
tion, and  George  L.  Capel,  of  the 
Agricultural  Marketing  Service, 
assisted  by  supplying  packing  cost 
data  from  a  more  detailed  cooperative 
study  of  costs  and  efficiencies  in 
handling  and  packing  early  crop 
potatoes.  The  Commodity  Stabili- 
zation Service,  of  the  U.  S.  Depart- 
ment of  Agriculture,  and  the  Florida 
Fruit  and  Vegetable  Association  made 
available  to  the  author  rail  and  truck 
freight  rates  on  Florida  potatoes. 
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COSTS 

OF  MARKETING 

FLORIDA 

POTATOES 

Pockinghouse  to  Wholesale  Receiver 

By  Joseph  C.  Podany,  Agricultural  Economist 
Market  Organization  and  Costs  Branch,  Agricultural  Marketing  Service 

SUMMARY 


Florida  potatoes  are  the  first  early 
crop  potatoes  marketed.  The  bulk 
of  the  production  is  in  the  South 
Florida  and  Hastings  areas. 

Florida  potatoes  make  up  about  3 
percent  of  the  annual  national  total 
production  but  account  for  about 
one-fourth  of  the  total  U.  S.  potato 
shipments  during  April  and  May. 

In  1956,  Florida  potatoes  were  re- 
ceived at  the  packinghouse  in  field 
boxes,  field  bags,  and  in  bulk.  They 
were  stored  temporarily  in  field  boxes, 
bags,  or  bins — or  upon  arrival  at  the 
packinghouse  were  run  directly  onto 
the  packing  equipment.  The  pack- 
inghouse operations  consisted  of  re- 
moval of  vines  and  trash,  washing, 
waxing  (sometimes),  sizing,  drying, 
grading,  bagging,  weighing,  sewing 
bags,  moving,  and  either  stacking 
in  temporary  storage  or  loading  di- 
rectly onto  motortruck  or  rail  car. 

The  average  cost  of  packing  U.  S. 
No.  1,  size  A  potatoes  in  50-pound 
bags  was  25  cents  in  the  Hastings 
area  and  27  cents  in  South  Florida. 

Transportation  charges  to  Chicago 
and  New  York  City  from  Florida  were 
higher  by  truck  than  by  rail. 

Three  types  of  sale  were  used  in 
selling  Florida  potatoes — f.  o.  b.  ship- 
ping point,  delivered,  and  consign- 
ment sales.  Charges  for  selling  f.  o.  b. 
shipping  point  or  delivered  were  on  a 


per  unit  basis,  whereas  the  charge  for 
selling  on  consignment  was  a  certain 
proportion  of  the  gross  returns. 

Practically  all  the  sales  of  potatoes 
from  South  Florida  to  firms  in  Chi- 
cago and  New  York  City  were  on 
f.  o.  b.  shipping  point  basis. 

Growers  in  the  Hastings  area  used 
all  three  methods  of  sale;  however, 
the  bulk  of  the  sales  were  made 
f.  o.  b.  shipping  point. 

Gross  returns  f.  o.  b.  shipping  point 
during  the  1956  season  averaged 
12.24  per  50-pound  bag  for  size  A 
potatoes  shipped  from  South  Florida 
to  Chicago  and  New  York  City  and 
$2.30  per  bag  for  those  shipped  from 
the  Hastings  area. 

During  1956  returns  to  growers  at 
the  packinghouse  receiving  door  aver- 
aged $1.89  per  50 -pound  bag  of  size  A 
potatoes  in  South  Florida  and  $1.96 
per  bag  in  the  Hastings  area. 

Returns  to  growers  by  type  of  sale 
from  Hastings,  Fla.,  were  the  highest 
on  f.  o.  b.  sales,  next  highest  on 
delivered  sales,  and  lowest  on  con- 
signment sales. 

In  1956,  the  Chicago  and  New 
York  markets  seemed  to  have  had  a 
decided  preference  for  size  A  potatoes 
sold  in  50-pound  bags  over  those  sold 
in  100-pound  bags,  as  evidenced  by 
the  proportions  of  potatoes  sold  in 
the  respective  containers. 


INTRODUCTION 


Florida  potatoes  are  the  first  early 
crop  potatoes  marketed.  They  are 
marketed  during  the  winter  when 
late  crop  potatoes  are  moving  out  of 
storage.  The  purpose  of  this  report 
is  to  provide  information  to  pro- 
ducers, packinghouse  operators,  and 
others  on  the  cost  of  marketing 
Florida  potatoes  by  methods  cur- 
rently used  and  to  relate  these  costs 
to  the  services  performed.  In  addi- 
tion this  report  describes  the  market- 
ing margin  in  1956  for  Florida  pota- 
toes from  packinghouse  door  to  point 
of  first  transfer  of  ownership  to  firms 
in  a  midwestern  market  (Chicago) 
and  in  an  eastern  market  (New  York 
City). 

Importance    of   Florida    Crop    and 
Principal  Production  Areas 

Potato  production  in  Florida  was 
comprised  of  nearly  700  million 
pounds,  or  about  2.8  percent  of  the 


U.  S.  total  production  in  1956. 
During  the  period  that  Florida  po- 
tatoes were  marketed,  they  accounted 
for  about  25  percent  of  total  U.  S. 
potato  shipments  (figure  1). 

In  Florida,  the  commercial  crop  is 
divided  into  two  categories — winter 
and  early  spring  production.  The 
winter  crop  is  produced  in  the  Belle 
Glade  area,  the  Fort  Myers  area,  and 
Dade  Coimty,  and  harvested  during 
the  months  December  to  April. 
The  early  spring  crop  is  grown  in 
the  Hastings  area,  which  is  comprised 
of  portions  of  St.  Johns,  Flagler, 
Putnam,  and  Clay  Counties,  and  in 
Alachua  and  Escambia  Counties, 
and  is  harvested  from  April  to  Jime. 
In  1956,  59  percent  of  the  Florida 
potato  crop  was  classed  as  spring 
production  and  41  percent  as  winter 
production.  Of  the  spring  produc- 
tion, 88  percent  was  from  the  Hast- 
ings area.     About  95  percent  of  the 
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Figure  1 


potatoes  produced  in  the  Hastings 
area  were  of  the  White  Sebago 
variety,  whereas  most  of  those  pro- 
duced in  South  Florida  were  round 
red  varieties. 

Sources  of  Data 

Data  on  packing  costs  for  Florida 
potatoes  in  1956  were  obtained  from 
a  study  of  costs  and  efficiency  in 
packing  which  is  being  carried  out  in 
cooperation  with  the  Florida  Agri- 
cultural Experiment  Station.  In- 
formation on  returns  to  growers  was 
obtained  on  sales  to  Chicago  and 
New  York  City  from  the  same  plants 


that  furnished  packinghouse  costs. 
Rail  freight  rates  were  obtained  from 
the  Commodity  Stabilization  Service, 
U.  S.  Department  of  Agriculture. 
Charges  on  refrigeration  and  pro- 
tective service  were  obtained  from 
Perishable  Protective  Tariff  No.  16 
and  supplements  issued  by  the  Na- 
tional Perishable  Freight  Committee. 
Truck  freight  rates  were  obtained 
from  the  Florida  State  Marketing 
Bureau's  "Annual  Agricultural  Sta- 
tistical Summary,  1955-56  Season" 
and  from  the  Traffic  Division  of  the 
Florida  Fruit  and  Vegetable  Asso- 
ciation, Orlando,  Fla. 


MARKETING  COSTS 


Packinghouse  Operations 

In  South  Florida,  potatoes  were 
brought  to  the  packinghouse  by  three 
methods:  (1)  In  field  boxes  loaded 
onto  trucks,  in  which  case  the 
boxes  were  unloaded  and  trucked 
by  hand  to  temporary  storage  areas 
before  the  potatoes  were  dumped 
onto  the  packing  equipment;  (2)  in 
field  bags  loaded  on  trucks;  the  bags 
were  emptied  onto  a  conveyor  belt 
leading  onto  packing  equipment;  and 
(3)  bulk  trucks  equipped  to  unload 
directly  onto  the  packing  equipment. 

In  the  Hastings  area,  potatoes  were 
received  at  the  packinghouse  either 
in  field  bags  or  in  bulk.  They  were 
either  dumped  directly  onto  the  pack- 
ing equipment  or  put  in  temporary 
storage.  Field  bags  were  stored  in 
racks  or  were  emptied  into  bins. 
Bulk -loaded  potatoes,  except  those 
unloaded  directly,  were  stored  in  bins. 
Potatoes  were  moved  from  the  storage 
bins  onto  the  packing  equipment  by 
a  system  of  conveyor  belts  or  by  use 
of  a  flume.  Where  the  flume  was 
used,  the  potatoes  were  partially 
washed  and  most  of  the  vines,  soil, 
and  trash  were  removed  as  the  pota- 
toes were  carried  to  the  packing 
equipment. 

The  rest  of  the  potato  handling  and 
packing  operations  were  similar  in  the 
two  areas.     The  vines  and  trash  were 


removed  manually  before  the  pota- 
toes entered  the  washer.  After  wash- 
ing, red  varieties  of  potatoes  were 
generally  waxed  by  a  mechanical 
waxer,  while  white  varieties  were  not. 
In  some  of  the  packinghouses  the 
potatoes  were  then  passed  through 
the  dryer;  in  others,  drying  was 
omitted.  The  size  B  and  smaller 
potatoes  were  separated  from  the  size 
A  in  one  or  more  mechanical  sizing 
operations,  usually  before  grading. 
On  the  grading  table  culls,  damaged, 
and  misshapen  potatoes  were  removed 
from  the  size  A  and  B  potatoes.  The 
potatoes  then  moved  on  conveyor 
belts  and  rollers  to  the  bagging  sta- 
tions. The  U.  S.  No.  1,  size  A,  U.  S. 
No.  1,  size  B,  and  U.  S.  No.  2,  size 
A,  or  commercials,  and  lower  grades 
were  bagged  separately  at  different 
stations."^    In  South  Florida  potatoes 

•  The  stations  for  bagging  U.  S.  No.  1, 
size  A  potatoes  are  not  always  used  for  this 
grade.  Depending  upon  the  quaHty  of 
potatoes  available,  the  so-called  "percent- 
age" grade — lower  than  No.  1 — may  be 
bagged  at  this  station.  Size  A  refers  to 
potatoes  of  a  diameter  of  not  less  than  1% 
inches,  of  which  at  least  60  percent  are  2% 
inches  or  larger.  Size  B  potatoes  are  IJ^ 
to  no  more  than  2  inches  in  diameter.  In 
Florida  the  common  designations  for  U.  S. 
No.  1,  size  A,  U.  S.  No.  1,  size  B,  and  U.  S. 
No.  2,  size  A  are  Size  A,  Size  B,  and  No. 
2''s  or  commercials,  respectively.  These 
abbreviated  terms  will  be  used  in  the  text 
in  place  of  the  complete  grade  designations. 


were  put,  mostly,  in  50-pound  paper 
bags;  in  the  Hastings  area  the  number 
of  50-  and  100-pound  burlap  bags 
used  was  about  equal.  The  potatoes 
were  usually  weighed  as  they  were 
bagged  and  then  the  bags  were  closed 
by  sewing  the  burlap  bags  by  hand 
and  tying  the  paper  bags.  The 
bagged  potatoes  were  loaded  onto 
hand  trucks  or  set  on  conveyors  and 
moved  into  temporary  storage  or 
loaded  directly  into  rail  cars  or 
motortrucks. 

Packing  Costs 

The  average  cost  per  bag  of  packing 
size  A  potatoes  in  50-pound  bags  in 
1956  was  25  cents  in  the  Hastings  area, 
which  was  about  2  cents  lower  than  in 
South  Florida  (table  1).  This  differ- 
ence is  largely  due  to  lower  labor,  indi- 
rect, and  "other  supplies"  costs.  The 
costs  for  firms  in  the  Hastings  area 
were  higher  for  bags  and  inspection 


fees.  The  average  cost  of  packing  a 
100-pound  bag  of  size  A  potatoes  in 
the  Hastings  area  was  40  cents,  or  10 
cents  less  than  the  cost  of  packing 
two  50-pound  bags. 

Transportation 

Charges  for  transporting  potatoes 
from  Florida  shipping  points  to  Chi- 
cago and  New  York  City  were  gen- 
erally higher  by  truck  than  by  rail 
(table  2). 

In  1956  rail  transportation  was 
used  for  about  95  percent  of  the  un- 
loads of  Florida  potatoes  in  Chicago; 
the  rest  was  brought  in  by  truck. 
There  was  no  appreciable  difference 
in  the  proportion  of  rail  and  truck 
unloads  in  Chicago  from  South  Flor- 
ida and  the  Hastings  area.  Only  27 
percent  of  the  vmloads  of  Florida 
potatoes  in  New  York  City  arrived 
by  rail,  and  73  percent  arrived  by 
truck.     The   unloads   in   New   York 


Table  1. — Cost  oj  packing  Florida  potatoes  in  South  Florida  and  Hastings 

areas  in  1956 


Cost  item 

South 
Florida — 
50-lb.  bag 

Hastings  area 

100-lb.  bag 

50-lb.  bag 

Supplies: 

Bags 

Other 

Cents 
8.4 
2.3 

Cents 
15.  2 
.  6 

Cents 
10.8 
.3 

Total 

10.7 

15.8 

11.  1 

Labor: 

Supervising 

Receive  and  dump 

Grade 

Bag,  hand  truck  and  load 

.7 
1.3 
1.  6 
4.  1 

.  9 

1.  1 
.9 

2.  9 

7.  1 
1.  1 

.7 

.5 

1.  7 

4.  3 

Miscellaneous 

.6 

Total 

8.6 

13.  1 

7.8 

Indirect: 

Repairs 

Depreciation 

Inspection  fees 

Miscellaneous 

1.  7 

2.  4 
.7 

3.  0 

2.  4 

3.  4 
2.5 
2.8 

1.  0 
2.0 
1.  3 
1.6 

Total 

7.8 

11.  1 

5.  9 

Total  costs.                -                        

27.  1 

40.0 

24.  8 

Table  2. — Rail  and  truck  transpor- 
tation charges  on  Florida  potatoes 
jrom  Florida  points  to  Chicago  and 
New  York,  1956  ' 


Item 

Transportation 

charges  per  50-lb. 

bag  to — 

Chicago 

New 
York 
City 

Rail  freight:  2 

Fort  Myers 

Homestead 

Hastings 

Truck  freight:  ^ 
South     Florida 

points 

Hastings 

Dollars 
0.  71 

.  75 
.  67 

.88 
.  67 

Dollars 
0.  69 
.  72 
.64 

.82 
.  67 

'  All  charges  include  3-percent  Federal 
transportation  tax.  The  estimated  billing 
weight  of  a  50-pound  bag  of  potatoes  is 
51  pounds. 

2  Rail  freight  rates  after  March  7,  1956; 
increases  of  6  percent,  but  not  to  exceed 
6  cents  per  100  pounds,  became  effective 
on  that  date.  Heater  service  was  an  ad- 
ditional 1  cent  per  bag  for  a  24-hour 
period  or  2  cents  per  bag  for  a  48-hour 
period.  After  April  15,  1956,  refrigeration 
charges  consisting  of  initial  icing  plus  one 
re-icing  were  7  cents  per  bag. 

'  Charges  for  refrigeration  and  protec- 
tive service  included  in  basic  rate. 


City  from  South  Florida  were  about 
equally  distributed  between  rail  and 
truck,  whereas  only  about  32  percent 
of  the  unloads  arriving  there  from 
Hastings  came  by  rail  and  68  percent 
by  truck. 

In  a  few  instances  protective  or 
refrigeration  services  were  used  on 
rail  shipments  of  Florida  potatoes 
during  1956.  The  use  of  such  services 
depends  primarily  on  weather  condi- 
tions at  the  shipping  point  at  the  time 
the  car  is  loaded,  weather  conditions 
en    route    to    destination,    the    price 


situation  at  the  time  of  shipment,  and 
the  shipper's  willingness  to  take  a 
risk. 

Truck  freight  rates  apply  to  carriers 
operating  trucks  exempt  from  rate 
and  service  regulation  of  the  Inter- 
state Commerce  Commission. 

Selling  Charges 

Selling  charges  on  Florida  potatoes 
varied  both  by  type  of  sale — f.  o.  b. 
shipping  point,  consigned,  and  de- 
livered sales — and  by  areas — South 
Florida  and  Hastings.  The  average 
selling  charge  on  both  f.  o.  b.  shipping 
point  and  delivered  sales  in  South 
Florida  was  about  8  cents  per  50- 
pound  bag  and  in  the  Hastings  area 
ranged  from  5  to  10  cents  per  50- 
pound  bag  or  from  10  to  20  cents  per 
100-pound  bag.  For  consignment 
sales,  the  selling  charges  were  usually 
10  percent  of  gross  returns. 

The  brokerage  or  selling  charges  on 
the  f.  o.  b.  shipping  point  sales  and 
delivered  sales  were  made  by  the 
packinghouse  sales  offices  or  by  the 
brokers  hired  by  some  packinghouses 
to  sell  for  them.  The  packinghouse 
sales  offices  or  selling  brokers  in  each 
instance  sold  potatoes  both  f.  o.  b. 
shipping  point  and  delivered.  On 
consignment  sales,  charges  for  per- 
forming the  selling  functions  were 
made  by  wholesale  market  receivers 
at  the  terminal  markets.  According 
to  the  billing  records  of  the  plants 
from  which  data  were  obtained,  about 
three-fourths  of  the  sales  in  Chicago 
and  New  York  City  were  made  to 
wholesalers,  and  about  one-fourth  to 
chainstore  buyers  during  the  1956 
season. 

Practically  all  of  the  sales  from  the 
South  Florida  area  to  Chicago  and 
New  York  City  and  63  percent  of 
those  from  the  Hastings  area  were 
made  f.  o.  b.  shipping  point.  Also, 
in  the  Hastings  area  delivered  and 
consignment  sales  comprised  29  per- 
cent and  8  percent,  respectively. 


DETERMINATION  OF  RETURNS 


Gross  Returns  F.  O.  B.  Shipping 
Point 

Since  a  large  portion  of  the  sales 
were  made  f.  o.  b.  shipping  point, 
data  on  this  type  of  sales  were  used 
to  determine  gross  returns,  which 
cover  all  costs  of  growing,  packing, 
and  selhng  and  profits.  In  a  later 
section  of  the  report  some  of  the 
factors  which  affect  returns  will  be 
considered. 

The  average  price  received  f.  o.  b. 
shipping  point  during  the  1956  season 


for  size  A  potatoes  sold  to  firms  in  the 
two  cities — Chicago  and  New  York 
City — was  $2.24  per  50-pound  bag  in 
South  Florida  and  S2.30  per  bag  in 
the  Hastings  area.  Average  gross 
returns  per  bag  for  size  B  potatoes 
were  about  80  percent  of  those  for 
size  A's  from  South  Florida,  but  only 
52  percent  of  those  from  the  Hastings 
area. 

Average  shipping  point  prices 
varied  somewhat  during  the  season 
on  sales  to  firms  in  each  of  the  two 
cities    (table    3    and    fig.    2).      This 


Table  3. — Marketing  costs  and  returns  to  grower  for  U.  S.  No.  1  potatoes 
from  South  Florida  and  Hastings  areas  soldf.  o.  b.  shipping  point  to  firms 
iv  Chicago  and  New  York  City,  1956  season 


South  Florida 

Hastings 

Item 

Size  A 

50-lb. 

bag 

Size  B 

50-lb. 

bag 

Size  A 

Size  B 

100-lb. 
bag 

50-lb. 
bag 

100-lb. 
bag 

50-lb. 
bag 

Sales  to  Chicago  firms: 

Gross  returns  f .  o.  b.  shipping  point. 
Selhng  costs 

Net  returns  f.  o.  b.  shipping  point. 
Packinghouse  expenses 

Dol- 
lars 
2.  24 
.  08 
2.  16 
.  27 

Dol- 
lars 
1.  80 
.08 
1.72 
.27 

Dol- 
lars 
4.  10 

.  18 
3.  92 

.40 

Dol- 
lars 
2.  23 

.09 
2.  14 

.25 

Dol- 
lars 
1.90 

.  18 
1.  72 

.  40 

Dol- 
lars 
1.05 
.  08 
.97 
.25 

Returns  to  grower  at  packing- 
house receiving  door 

1.89 

1.45 

3.52 

1.  89 

1.32 

.72 

Sales  to  New  York  City  firms: 

Gross  returns  f .  o.  b.  shipping  point. 
SeUing  costs 

Net  returns  f.  o.  b.  shipping  point. 
Packinghouse  expenses 

2.  29 
.08 

2.  21 
.27 

1.  80 

.08 

1.72 

.27 

4.06 
.  18 

3.88 
.40 

2.31 
.09 

2.  22 
.25 

1.84 
.  18 

1.  66 
.40 

1.  21 
.08 

1.  13 
.25 

Returns  to  grower  at  packing- 
house receiving  door 

1.  94 

1.  45 

3.48 

1.97 

1.  26 

.88 

Combined  sales:' 

Gross  returns  f .  o.  b.  shipping  point. 
Selling  cost 

Net  returns  f.  o.  b.  shipping  point. 
Packinghouse  expenses 

2.24 
.08 

2.  16 
.  27 

1.80 
.08 

1.72 
.27 

4.09 
.  18 

3.  91 
.40 

2.30 
.09 

2.21 
.  25 

1.80 
.  18 

1.  62 
.40 

1.  20 
.08 

1.  12 
.25 

Returns  to  grower  at  packing- 
house receiving  door 

1.89 

1.45 

3.  51 

1.96 

1.  22 

.87 

'  Weighted  average. 


variation  in  prices  received  primarily 
reflects  the  time  at  which  sales  were 
made  during  the  season. 

Grower  Returns  at  Packinghouse 
Receiving  Door 

Returns  to  the  grower  for  Florida 
potatoes  delivered  to  the  packing- 
house receiving  door  were  determined 
by  deducting  packing  and  selling 
costs,  as  shown  on  sales  invoices  of 
cooperating  firms,  from  gross  returns 
f.  o.  b.  shipping  point.     Returns  to 


the  grower  represent  what  the  grower 
receives  to  cover  his  entire  production 
costs,  including  cost  of  seed,  fertilizer, 
rent,  land  preparation,  weeding,  pest 
control,  vine  removal,  digging,  pick- 
ing, and  hauling  to  packinghouse,  and 
profit,  if  any. 

Returns  to  growers  in  south  Florida 
averaged  $1.89  per  50-pound  bag  for 
size  A  potatoes  sold  to  firms  in  the 
two  cities.  Returns  to  growers  in  the 
Hastings  area  averaged  $1.96  per  bag 
for  such  sales. 


MARKETING  COSTS  AND  GROWER'S  RETURNS 
ON  FLORIDA  POTATOES 

U.  S.  No.  1  Grade,  From  South  Florida  and  Hastings,  Fla.,  Areas, 
Sold  in  Chicago  and  New  York  City,   f.o.b.  Shipping  Point 

$  PER  50-LB.  BAG* 
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Figure  2 


SOME  FACTORS  WHICH  AFFECT  RETURNS 


Effect  of  Type  of  Sale 

Each  day  during  the  marketing 
season  the  Florida  shipper  faces  the 
problem  of  selling  his  potatoes  by  the 
most  profitable  method  or  combina- 
tion of  methods.  He  has  a  choice  of 
three  different  types  of  sale.     With  an 


f.  o.  b.  shipping  point  sale,  he  is  paid 
for  the  potatoes  when  they  are  loaded 
on  the  freight  car  or  truck  at  his 
loading  platform,  and  the  risk  of 
quality  loss  in  transit  (not  caused  by 
the  shipper)  is  borne  by  the  buyer, 
who  also  pays  the  transportation  costs. 
Sales  made  on  a  delivered  basis  re- 


quire  that  the  shipper  pay  the  trans- 
portation costs  and  bear  the  risk  of 
quality  loss  in  transit.  Consignment 
sales  are  made  to  a  commission  mer- 
chant in  a  terminal  market;  the  mer- 
chant has  the  responsUbihty  of  finding 
a  buyer  and  remitting  to  the  shipper 
the  proceeds,  less  transportation  costs 
and  any  losses  due  to  quality  and 
price  decline. 

UnUke  late  crop  potatoes,  early 
crop  potatoes  are  not  storable.  The 
shipper  is  interested  in  selling  the 
potatoes  as  quickly  as  he  can  after 
they  are  packed.  Because  of  this 
perishability,  he  makes  as  many  sales 
daily  as  possible  on  an  f.  o.  b.  shipping 
point  basis.  When  the  market  is  firm, 
he  does  not  have  any  trouble  in  selling 
his  daily  packout.  When  the  market 
is  weak,  he  is  faced  with  a  dilemma  of 
either  holding  the  potatoes  he  has  not 
sold  with  hopes  of  selling  them  in  a 
few  days  or  using  other  types  of  sale. 
However,  if  he  holds  his  potatoes  in 
anticipation  of  an  improvement  in  the 
demand  situation,  he  runs  the  risk  of 
quality  deterioration,  plus  the  extra 
costs  involved  in  handling  the  pota  toes 
another  time.  So  he  will  look  for 
buyers  in  various  consuming  markets. 


making  as  many  sales  as  he  possibly 
can  on  a  deUvered  basis  and  selling 
the  rest  on  consignment. 

The  growers  in  the  Hastings  area 
used  all  three  types  of  sale.  In  this 
study  most  of  the  data  collected  on 
deUvered  and  consignment  sales  from 
the  Hastings  area  were  on  potatoes  in 
50-pound  bags  shipped  to  the  New 
York  City  market.  Returns  from 
these  two  types  of  sales  were  com- 
pared with  returns  from  f.  o.  b.  sales 
in  50-pound  bags  shipped  to  New 
York  City  firms  (table  4  and  figure  3). 

The  average  gross  return  per  50- 
pound  bag  of  size  A  potatoes,  at 
point  of  first  delivery  in  the  New 
York  market,  was  $3.10  on  f.  o.  b. 
shipping  point  sales,  $3.07  on  de- 
livered sales,  and  $2.89  on  consign- 
ment sales.  The  average  return  to 
the  grower  at  the  packinghouse  re- 
ceiving door  for  size  A  potatoes  was 
$1.97  per  50-pound  bag  on  f.  o.  b. 
shipping  point  sales,  $1.94  on  de- 
livered sales,  and  $1.56  on  consign- 
ment sales.  Sales  of  size  A  potatoes 
sold  in  50-pound  bags  to  firms  in  New 
York  City  were  distributed  as  follows : 
Sales  made  f.  o.  b.  shipping  point 
amounted  to  62  percent  of  the  total; 


Table  4. — Marketing  costs  and  returns  to  grower  by  type  oj  sale  jor  U.  S. 
No.  1,  size  A  potatoes  shipped  in  50-pound  bags  from  Hastings,  Fla..  to 
New  York  City,  1966  season 


Item 


Type  of  sale 


F.  o.  b. 

shipping 

point 


Delivered 


Consign- 
ment 


Gross  returns  at  initial  market  receiver 

Transportation 

Cartage 

Other  marketing  costs  (unloading,  handling,  etc.)- 

Selling  cost 

Net  returns  f.  o.  b.  shipping  point 

Packinghouse  expenses 

Returns  to  grower  at  packinghouse  receiving 
door 


Dollars 
3.  10 
.  67 
.  10 
.  02 
.  09 
2.  22 
.  25 


1.  97 


Dollars 
3.  07 
.  67 
.  10 
.  02 
.  09 
2.  19 
.  25 


1.  94 


Dollars 
2.  89 
.  67 
.  10 
.02 
.  29 
1.  81 
.  25 


1.  56 
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MARKETING  COSTS  AND  GROWER'S  RETURNS 
ON  FLORIDA  POTATOES 

By  Type  of  Sale,  for  U.  S.  No.  1,  Size  A,  Potatoes  Grown  in  Hastings,  Fla., 
Area  and  Sold  in  New  York  City 

$  PER  50-lB.  BAG*  — 
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Figure  3 


delivered  sales,  25  percent;  and  con- 
signment sales,  13  percent. 

Effect  of  Size  of  Bag 

A  comparison  was  made  of  the  costs 
and  returns  for  potatoes  sold  in  50- 
and  100-pound  bags  shipped  from  the 
Hastings  area  to  firms  in  Chicago  and 
New  York  City  (table  5  and  figure 
4).  The  average  gross  return  f.  o.  b. 
shipping  point  for  sales  in  50- 
pound  bags  was  $4.46  per  hundred- 
weight to  Chicago  and  $4.62  to  New 
York  City.  This  was  36  and  56 
cents  more  per  hundredweight  for 
Chicago  and  New  York,  respectively, 
than   for   sales   in    100-pound  bags.^ 

2  Typically,  the  price  for  100  pounds  of 
potatoes  in  50-pound  bags  was  about  20 
cents  higher  than  for  the  same  quantity 
of  potatoes  in  a  100-pound  bag  on  any  one 
day  during  the  1956  season.  The  differ- 
entials between  50-  and  100-pound  bags 
shown  above  are  somewhat  higher  than  this, 
because  these  are  weighted  average  gross 
returns  and  the  relative  number  of  50-  and 
100-pound  bags  were  not  always  the  same, 
as  price  levels  varied  through  the  season. 


The  average  cost  of  packing  potatoes 
in  two  50-pound  bags,  however,  was 
10  cents  more  per  hundredweight 
than  packing  in  100-pound  bags.  The 
returns  to  the  grower  for  the  potatoes 
at  the  packinghouse  receiving  door 
was  $3.78  per  hundredweight  in  50- 
pound  bags  on  sales  to  Chicago  firms 
and  $3.94  on  sales  to  New  York  City 
firms.  The  returns  were  26  and  46 
cents  per  himdredweight,  respective- 
ly, higher  than  for  potatoes  sold  in 
100-pound  bags.  It  should  be  borne 
in  mind,  however,  that  the  cost  of 
extra  potatoes  has  not  been  added  to 
the  data  for  50-pound  bags.  Com- 
mon packinghouse  practice  is  to  put 
2  to  3  pounds  more  in  two  50-pound 
bags  than  is  put  in  one  100-pound 
bag.  The  cost  of  these  extra  potatoes 
is,  of  coiu-se,  related  to  the  price. 
When  potatoes  are  selling  for  3  or 
4  cents  per  pound,  the  cost  of  the 
extra  potatoes  may  amount  to  6  to 
12  cents. 

Apart  from  the  difference  in  returns 
per  hundredweight  for  potatoes  sold 
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in  50-  and  100-pound  bags,  these 
data  indicate  a  considerable  variation 
in  preference  for  the  50-pound  bags 
in  the  two  markets.  About  93  per- 
cent of  the  size  A  potatoes  sold  in 
the  Hastings  area  to  New  York  firms 
were  in  50-pound  bags.  About 
48  percent  of  the  potatoes  sold  to 
Chicago  firms  were  in  50-pound  bags. 

Effect  of  Price  Variation 

In  the  foregoing  sections,  returns 
were  calculated  as  averages  for  the 
1956  season.  Rarely,  if  ever,  are 
potato  prices,  and  consequently  re- 
turns, so  stable  that  the  season 
average  price  or  return  would  ade- 
quately represent  prices  or  retiu-ns  at 
various  times  throughout  the  season. 
On  the  contrary,  prices  received  for 


potatoes  by  Florida  growers  have  not 
only  varied  from  season  to  season  but 
often  from  day  to  day,  and  from 
hour  to  hour  within  the  day. 

Factors  usually  associated  with 
both  the  level  and  the  general  direc- 
tion of  the  movement  of  prices  of 
Florida  potatoes  are  (1)  size  and 
carryover  of  the  late  crop,  (2) 
weather  conditions  at  time  of  plant- 
ing the  Florida  crop  and  at  time  of 
planting  later  crops  in  other  areas, 
(3)  speculative  appraisal  of  probable 
size  of  Florida  crop  and  outlook  for 
potatoes  in  later  producing  areas  as 
Florida  harvesting  season  progresses. 

An  interplay  of  a  number  of  such 
factors  helped  make  prices  of  Florida 
potatoes  relatively  favorable  in  1956. 
Though    in   large    supply,    the    1955 


Table  5. — Marketing  costs  and  returns  to  grower  per  100  pounds  of  U.  S. 
No.  1,  size  A  potatoes  packed  in  60-  and  100-pound  bags  and  sold  f.  o.  b. 
shipping  point  Hastings,  Fla.,  to  firms  in  Chicago  and  New  York  City, 
1956  season 


Item 


Sales  in — 


50-pound 
bags 


100-pound 
bags 


Sales  to  Chicago  firms : 

Gross  returns  f.  o.  b.  shipping  point 

Selling  costs 

Net  returns  f.  o.  b.  shipping  point 

Packinghouse  expenses 

Returns  to  grower  at  packinghouse  receiving  door.. 

Sales  to  New  York  City  firms: 

Gross  returns  f.  o.  b.  shipping  point 

Selling  costs 

Net  returns  f .  o.  b.  shipping  point 

Packinghouse  expenses 

Returns  to  grower  at  packinghouse  receiving  door__ 

Combined  sales: 

Gross  returns  f.  o.  b.  shipping  point 

Selling  costs 

Net  returns  f .  o.  b.  shipping  point 

Packinghouse  expenses 

Returns  to  grower  at  packinghouse  receiving  door.. 


Dollars 
4.  46 

.  18 
4.  28 

.  50 


3.78 


4.  62 
.  18 

4.  44 
.  50 


3.94 


4.  60 
.  18 

4.  42 
.50 


3.  92 


Dollars 
4.  10 

.  18 
3.92 

.40 


3.52 


4.  06 
.  18 

3.  88 
.40 


3.48 


4.  09 
.  18 

3.  91 
.40 


3.  51 
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Figure  4 


late  crop  potatoes  were  disposed  of 
without  difficulty,  partly  because  of 
the  starch  diversion  program. 
Weather  affected  yield  and  timing  of 
the  early  potato  crop.  Freezing 
weather  during  January  damaged 
winter  potatoes  in  South  Florida  and 
interrupted  planting  operations  in 
the  Hastings  area.  Cold  and  wet 
weather  delayed  planting  in  Alabama 
and  other  early  areas.  All  of  these 
factors  contributed  to  more  favor- 
able prices  for  Florida  potatoes.  The 
favorable  prices  in  turn  encouraged 
harvesting  before  full  maturity,  and 
the  consequent  reduction  in  yield 
further  stimulated  prices. 

To  illustrate  the  effect  of  price 
variation  on  returns  during  the 
season,  data  on  f.  o.  b.  sales  of  size  A 
potatoes  in  100-pound  bags  to  firms 
in  Chicago  and  New  York  City  were 
used.  As  such  sales  were  not  made 
every  day  throughout  the  season,  the 
series  was  adjusted  by  using  prices 
for  daily  sales  to  potato  chip  manu- 
facturers in  the  Midwest.     The  daily 


prices  were  adjusted  upward  by  the 
difference  between  the  season  average 
price  per  100-pound  bag,  f.  o.  b. 
shipping  point,  paid  by  chippers  and 
the  season  average  price  per  100- 
pound  bag,  f.  o.  b.  shipping  point, 
on  sales  to  the  firms  in  the  two  cities 
(table  3).  The  adjusted  daily  prices 
were  used  to  compute  weekly  average 
prices  in  table  6. 

Returns  to  growers  in  the  Hastings 
area  were  the  highest  at  the  beginning 
of  the  marketing  season  (table  6  and 
figure  5).  They  continued  to  be 
above  the  season  average  throughout 
April,  but  were  below  the  average 
during  May  when  the  bulk  of  the 
Hastings  crop  was  sold.  Returns 
throughout  the  1956  season  were 
quite  favorable.  Even  during  the 
first  week  in  May,  when  prices  and 
returns  were  at  their  lowest  point, 
average  retiu-ns  were  80  percent  of 
the  season  average. 

As  an  illustration  of  the  way  the 
returns  to  growers  might  change  if 
the  principal  factors  affecting  Florida 
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Table  6. — Marketing  costs  and  returns  to  grower  per  100  pounds  oj  U.  S. 
No.  1,  size  A  potatoes  soldj.  o.  b.  shipping  point  Hastings,  Fla.,  to  firms 
in  two  cities,  weekly  averages,  1956  season 


Month  and  week 

Gross  return 
f.  0.  b.  ship- 
ping point 

Packing  and 
selling  costs 

Returns  to 
grower  at 
packing- 
house receiv- 
ing door 

March: 
4th  week 

Dollars 
5.  05 

4.55 
4.  45 
4.35 
4.30 

3.40 
3.90 
3.85 
4.05 

Dollars 
0.58 

.58 
.58 
.58 
.58 

.58 
.58 
.58 
.58 

Dollars 

4.  47 

April: 
1st  week 

3.  97 

2d  week 

3.  87 

3d  week 

3.  77 

4th  week 

3.  72 

May: 
1st  week 

2.  82 

2d  week 

3.  32 

3d  week 

3.  27 

4th  week 

3.  47 

Weighted  season  average 

4.09 

.58 

3.  51 

potatoes  operated  adversely,  the  1957 
shipping  point  data  for  the  Hastings 
area  are  used  (table  7  and  figure  5). 
Prices  at  the  shipping  point  in  1957 
were  about  40  percent  below  the 
level   of  those   in    1956.     Based   on 


these  data,  returns  to  growers  were 
less  than  $2  per  100-pound  bag  during 
the  season.  The  returns  during  the 
last  week  in  May  were  about  $1.12 
per  bag,  which  was  the  low  point  on  a 
weekly  basis  during  the  season. 


Table  7. — Estimated  returns  to  grower  on  j.  o.  h.  shipping  point  sales  oj 
U.  S.  No.  1  size  A  potatoes  in  100-pound  bags  at  Hastings  during  1957 
season,  assuming  1956  packing  and  selling  costs 


Month  and  week 

Price  f.  0.  b. 

shipping 

point 

Packing  and 

selling 

costs 

Returns  to 
grower  at 
packing- 
house re- 
ceiving door 

April: 

1st  week 

Dollars 
2.50 
2.  50 
2.  45 
2.00 

2.00 
2.55 
2.35 
1.95 
1.70 

Dollars 

0.58 

.58 

.58 

.58 

.58 
.58 
.58 
.58 
.58 

Dollars 

1.  92 

2d  week 

1.  92 

3d  week 

1.87 

4th  week 

1.  42 

May: 
1st  week 

1.42 

2d  week 

1.97 

3d  week.  . 

1.77 

4th  week. 

1.37 

5th  week..      .                    ... 

1.  12 
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Figure  5 


August  1958 


For  sale  by  the  Superintendent  of  Documents,  U.  S.  Government  Printing  Office 
Washington  25,  D.  C.  -  Price  10  cents 


15 


U.  S.  GOVERNMENT  PRINTING  OFFICE  :  1958      O— 46S714 


